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l. BACKGROUND

On August 1, 1991, Pan National Gas Sales, Inc. (Pan
National) filed an application, as anended by an Cctober 9, 1991
letter, with the Departnment of Energy (DOE), under section 3 of
the Natural Gas Act (NGA) and DOE Del egati on Order Nos. 0204-111
and 0204-127, requesting bl anket authorization to inport up to
320 Bcf of liquefied natural gas (LNG over a two-year period
beginning with the date of first delivery. Pan National intends
to utilize existing LNG facilities and to inport LNG froma
variety of international sources. Pan National also will submt
quarterly reports detailing each transaction.

Pan National, a Delaware corporation with its principa
pl ace of business in Houston, Texas, is a wholly-owned subsidiary
of Panhandl e Eastern Corporation (PEC). PEC, a holding conpany,
al so has other affiliates or subsidiaries, including the
Truckline LNG Conpany (TLC). Pan National functions as an
i mporter of LNG and a marketer of regasified LNGin the United
States. The conpany intends to inport the LNG for its own
account or for the account of others.

The gas inported by Pan National would be sold on a short-
termor spot market basis to U S. pipelines, distribution
conpani es, nmarketers, or end-users under contracts yet to be
negotiated. The identities of the actual international sources
of LNG, U.S. purchasers, and transporters of the volunes to be
imported will not be known until Pan National begins to enter

into specific inport transactions. Pan National proposes to nake

its inported gas available to purchasers under contract terns
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that will be nmarket-conpetitive and will remain conpetitive
t hroughout the contract period.

A notice of the application was published in the Federa

Regi ster on October 31, 1991, inviting protests, notions to

i ntervene, notices of intervention, and conments to be filed by
Decenber 2, 1991. 1/ No comments or notions to intervene were
received.
(r. becsroN~

The application filed by Pan National has been evaluated to
deternmine if the proposed inport arrangenent neets the public
i nterest requirenments of section 3 of the NGA. Under section 3,
an inport nust be authorized unless there is a finding that it
"Will not be consistent with the public interest.” 2/ This
determination is guided by DOE's natural gas inport policy
gui delines, 3/ under which the conpetitiveness of an inport in the
mar kets served is the primary consideration for neeting the
public interest test.

Pan National's inport proposal for LNG as set forth in the
application, is consistent with section 3 of the NGA and DCE' s

policy guidelines. The inport authorization sought, sinilar to

ot her bl anket arrangements approved by DOE, 4/ would provide Pan

1/ 56 FR 56073, October 31, 1991.
2/ 15 U.S. C. Sec. 717b.

3/ 49 FR 6684, February 22, 1984.



4/ See e.g., Enron Gas Liquids, Inc., 1 FE Para. 70,474

(July 30, 1991); Unigas Energy, Inc., 1 FE Para. 70,431

(March 26, 1991); Louis Dreyfus Energy Corp., 1 FE Para. 70, 335

(July 13, 1990).
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National with blanket approval, within prescribed limts, to
negoti ate and transact individual, spot and short-term purchase
arrangenents w thout further regulatory action. Pan National's
proposed arrangenents, which contenpl ate individual, short-term
sal es negotiated in response to the nmarketplace, would only occur
to the extent that producers and sellers can provide spot or
short-term vol unmes, custonmers need such inport volumes, and the
prices remain conpetitive. Thus, each transaction nust reflect
the true value of the comopdity being traded, or no gas sales
will be nade.

After taking into consideration all of the information in
the record of this proceeding, | find that granting Pan Nationa
bl anket authorization to inport up to 320 Bcf of LNG froma
variety of international sources, subject to the restriction
di scussed bel ow, over a two-year term under contracts with terns
of two years or |ess, beginning on the date of first delivery, is
not inconsistent with the public interest. 5/

In its application, Pan National indicates that it would
i mport LNG from as yet unspecified international sources. In
this regard, DOE notes Pan National was authorized by DOE/ ERA

Opi nion and Order No, 289, 1 ERA Para. 70,133, to inport up to

5/ Because the proposed inportation of gas will use
existing facilities, DOE had determ ned that granting this
application is not a nmajor Federal action significantly affecting
the quality of the human environment within the nmeaning of the
Nati onal Environnmental Policy Act (42 U. S.C. 4321, et seq.) and

therefore an environnental inpact statenent or environnenta



assessnment i s not

12474 (March 27,

required.

1989) .

See 40 CFR Sec.

1508.4 and 54 FR
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3.3 Tcf of LNG from Al geria over a 20-year period in accordance
with the ternms of an April 26, 1987, purchase agreenent between
Sonatradi ng Anmsterdam B. V., a Netherlands conpany that is wholly-
owned by Sonatrach, the state oil and gas conpany of Algeria, and
Truckline LNG Conpany. Since, as a matter of policy and
practice, DOE does not approve duplicative authority if the
applicant already holds a |license to inport (or export) gas on a
bl anket basis, the authority granted by this Order does not
enconpass bl anket Al gerian inports marketed under the terns of

t he Sonatradi ng/ Truckl i ne purchase contract.

ORDER

For reasons set forth above, pursuant to section 3 of the
Natural Gas Act, it is ordered that:

A.  Pan National Gas Sales, Inc. (Pan National) is
authorized to inport up to 320 Bcf of Iiquefied natural gas
(LNG, fromany international source, subject to the condition in
Ordering Paragraph B, over a two-year term beginning on the date
of first delivery.

B. Ordering Paragraph A does not authorize Pan National to
i mport Al gerian LNG purchased in accordance with the terns of the
April 26, 1987, LNG Purchase Agreenent between Sonatradi ng
Anmst erdam B. V. and Truckline LNG Conpany and hence al ready
approved for inport by DOE/ ERA Opinion and Order No. 289.

C. This natural gas may be inported at any point on the
i nternational border that does not require the construction of

new border facilities.
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D. Wthin two weeks after deliveries begin, Pan Nationa
shall provide witten notification to the Ofice of Fuels
Programs, Fossil Energy, Room 3F-056, FE-50, Forrestal Building,
1000 I ndependence Avenue, S.W, Washington, D.C. 20585, of the
date that the first delivery of LNG authorized in Ordering
Par agr aph A above occurred.

E. Wth respect to the LNG inports authorized by this
Order, Pan National shall file within 30 days foll ow ng each
cal endar quarter, quarterly reports indicating whether inports of
LNG have been nmade, and if so, giving by nonth, the total volune
of the inports in Mf and the average tail gate sales price of
this gas on a per unit (MvBtu and Mcf) basis. The reports shal
al so provide the details of each inport transaction, including
the country of origin for the inports; the nanes of the seller(s)
and the purchaser(s), including those other than Pan Nati onal
geographic location of ultimte purchasers of the LNG estimated
or actual duration of the agreenent(s); transporter(s), including
any LNG tankers used; points of entry; and, if applicable, the
per unit (MvBtu) demand/commodity charge breakdown of the price;
any special contract price adjustnment clauses; and any
t ake- or-pay or make-up provisions. O no inports have been nade,
a report of "no activity" for that cal endar quarter nust be
filed. Failure to file quarterly reports may result in

term nation of this authorization.
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F. The first quarterly report required by paragraph E of
this order is due not later than April, 1992, and should cover
the period fromthe date of this order until the end of the
current cal endar quarter March 31, 1992.

| ssued in Washi ngton, D.C., on Decenber 31, 1991.

Clifford P. TomaszewsKki

Acting Deputy Assistant Secretary
for Fuels Programs

O fice of Fossil Energy



